630 East Hopkins
San Marcos, TX 78666

City of San Marcos

Work Session - Final-Amended

City Council

Tuesday, December 3, 2019 3:00 PM City Council Chambers

630 E. Hopkins - Work Session

|. Call To Order

Il. Roll Call

PRESENTATIONS

1.

Receive a Staff presentation and hold discussion regarding the Hays Central Appraisal
District's appraisal process, Tax Ceilings and Exemptions; and provide direction to the
City Manager.

EXECUTIVE SESSION

2. Executive Session in accordance with the following Government Code Section(s):
A. Section § 551.071 - Consultation with Attorney: to receive a staff briefing and
deliberate regarding Hays County Municipal Utility District No. 8. and to receive a staff
briefing and deliberate regarding Martindale ETJ Matters.
B. Section § 551.087 - Economic Development: to receive a staff briefing and deliberate
regarding Project Molly
lll. Adjournment.

POSTED ON WEDNESDAY, NOVEMBER 20, 2019 @ 3:30PM

TAMMY K. COOK, TRMC, INTERIM CITY CLERK

IV. ADDENDUM

The following item was added after the agenda was posted on Novemer 20, 2019:

Executive Session: Section § 551.071 - Consultation with Attorney: to receive a staff briefing and
deliberate regarding Martindale ETJ Matters.

ADDENDUM POSTED ON THURSDAY, NOVEMBER 21, 2019 @ 10:00AM

TAMMY K. COOK, INTERIM CITY CLERK
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City Council Work Session - Final-Amended December 3, 2019

Notice of Assistance at the Public Meetings

The City of San Marcos does not discriminate on the basis of disability in the admission or access to
its services, programs, or activities. Individuals who require auxiliary aids and services for this meeting
should contact the City of San Marcos ADA Coordinator at 512-393-8000 (voice) or call Texas Relay
Service (TRS) by dialing 7-1-1. Requests can also be faxed to 855-461-6674 or sent by e-mail to
ADArequest@sanmarcostx.gov
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630 East Hopkins

SAN MARCOS Clty of San Marcos San Marcos, TX 78666

Legislation Text

File #: ID#19-785, Version: 1

AGENDA CAPTION:

Receive a Staff presentation and hold discussion regarding the Hays Central Appraisal District’s appraisal
process, Tax Ceilings and Exemptions; and provide direction to the City Manager.

Meeting date: December 3, 2019

Department: Finance-Heather Hurlbert, Finance Director

Amount & Source of Funding

Funds Required: Click or tap here to enter text.
Account Number: Click or tap here to enter text.
Funds Available: Click or tap here to enter text.
Account Name: Click or tap here to enter text.

Fiscal Note:

Prior Council Action: Click or tap here to enter text.

City Council Strategic Initiative: [Please select from the dropdown menu below]

Choose an item.
Choose an item.

Choose an item.

Comprehensive Plan Element (s): [Please select the Plan element(s) and Goal # from dropdown menu

below]

1 Economic Development - Choose an item.

L1 Environment & Resource Protection - Choose an item.
[ Land Use - Choose an item.

L1 Neighborhoods & Housing - Choose an item.

L1 Parks, Public Spaces & Facilities - Choose an item.

U] Transportation - Choose an item.

1 Not Applicable
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File #: ID#19-785, Version: 1

Master Plan: [Please select the corresponding Master Plan from the dropdown menu below (if applicable)]

Choose an item.

Background Information:

Tax Ceilings and Exemptions have been discussed during the past several budget cycles. In addition, there
have been questions about how appraised values are determined by the Hays Central Appraisal District (Hays
CAD). Laura Raven, Chief Appraiser will explain the process and methods used by Hays CAD. In addition,
detailed information will be provided about tax exemptions and ceilings and the possible effect on the City’s

revenue

Council Committee, Board/Commission Action:

Click or tap here to enter text.

Alternatives:

Click or tap here to enter text.

Recommendation:
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APPRAISED

Hays Central Appraisal District
21001 1-35

Kyle, TX 78640

512-268-2522
www.hayscad.com
info@hayscad.com



http://www.hayscad.com/
mailto:info@hayscad.com

AND WHAT DO
WE DO?

valorem tax pur

taxing unit that imposes ad
valorem taxes on property in the
district.

An appraisal district is a political
subdivision of the state.



Appraisal districts are
governed by the Property
Tax Code, Government
Code, Tax Law and Rules
set forth by the
Comptroller of the State of
Texas.

Qur governance is
constantly changing,

whet

her through case law,

or every two years fhrough

legis

ative changes to the

Tax Code.



> N UL
REVIEWS, IN ODD NUMBER
PROCEDURES IN FOUR CATEGORIES

» SEE RESULTS ON DISTRICT'S WEBSITE

WHO EVALUATES THE APPRAISAL
DISTRICT?



JANUARY - MARCH

>
» SEND ESTIMATES OF VALUE TO TAXING ENTITIES
» MAIL NOTICES OF APPRAISED VALUE

>

» DELIVER PRELIMINARY ROLL TO THE APPRAISAL REVIEW
BOARD (ARB)

» RECEIVE PROTESTS AND BEGIN ADMINISTRATING HEARINGS
» DELIVER PRELIMINARY BUDGET TO TAX UNITS BEFORE JUNE 15
» CERTIFY VALUES TO TAX ASSESSOR BY JULY 25




APPRAISAL
CALENDAR

» PROTEST HEARINGS
»FIELD WORK

» ARBITRATION HEARINGS
» LITIGATION PROCESSING
» APPROVE BUDGET BY SEPTEMBER 15™

» PROPERTY VALUE STUDIES (EVEN NUMBERED YEARS)

» PREPARE FOR COMPTROLLER’'S METHODS & ASSISTANCE
PROGRAM REVIEW (ODD NUMBERED YEARS)



HOW PROPERTY IS APPRAISED

With few exceptions, Tax Code Section 23.01
requires taxable property to be appraised at market
value as of Jan. 1.



market cond

>it is exposed for sale in the open market with a reasonable time
for the seller to find a purchaser;

»both the seller and the purchaser know of all the uses and
purposes to which the property is adapted and for which it is
capable of being used and of the enforceable restrictions on its
use; and

»both the buyer and seller seek to maximize their gains and neither
IS in a position to take advantage of the exigencies of the other.



-

starts.

The appraisal district receives
Information through the year
about new improvements.

Appraisers have designaigt
field areas.



INSPECTION STEPS

Typically, an appraiser will validate the:

» size and type of improvements and
note any addifions,

» construction quality and condition of
Improvements, and

> Site characteristics.




DETERMINE MARKET VALUE

The appraisal district will determine
the market value of the property as
of January 1 using the three
generally accepted methods of

appraisal, it applicable: /
Sales comparison/market
approach
Cost approach

Income approach




Because the appraisc
many properties annually, we utilize ©
process known as mass appraisal.

Mass appraisal determines values In
where market areas, neighborhoods,
subdivisions, and large groupings of
similar properties are appraised at the
same fime.




Property that has been
granted an Agricultural
Valuation will have a
market value and a
productivity value.

Productivity value is
based on gathered
cash lease information.

AGRICULTURAL VALUATION

TRADITIONAL AND WILDLIFE USES



because ¢ INC
made to the property, making
valuable.

A sluggish economy, slow growth, and no
demand or few potential buyers in the
market may cause a decline in property,
values. Likewise, a growing economy with
rapid growth may cause a rapid Incréase In
property values.



allows for
before the appraisal review board. Listec
the most common reasons for protest:

@ —

PROPERTY RIGHTS

> Market value
» Unequal Appraisal
» Denial of an Exemption



The Appraisal Review Board (ARB) is a
panel of local citizens that listens to
evidence presented by both property
owners and the appraisal district. The ARB
makes determinations regarding issues a

property owner may have protested. /
ARB members are appointed by the local /
administrative judge.

BOARL

AL REV

APPR/




Not happy w .
board determination?

Some property owners can file to
have binding arbitration.

All property owners can sue in
district court.

The property tax code also allows
for other changes to be made in
specific circumstances.



Over AQe
Disabled Person
Disabled Veteran
100% Disabled Veteran/Surviving Spouse

Each form gives information on what it takes
to qualify for the exemption. If you have
questions, send them to info@hayscad.com

or call our office at 512-268-2522.
http://www.hayscad.com/other-form
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IN CITY OF SAN MARCOS



HOW TO REACH US

www.hayscad.com
512-268-2522
info@hayscad.com
21001 N 135, KYLE, TX
Exit 215

PropertySéard\ I Map

e~ g e * i
Il Contact Information

Online Forms
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Tax Ceilings and Exemptions
December 3, 2019

City of San Marcos | Finance




Purpose and Agenda

Purpose

Gain an understanding of the
appraisal process

Discuss tax ceilings and
exemptions

Walk through a case study of
impact over a 5 year period

Discuss options

SANNANCOS

Appraisal District process
and methods

Tax Ceilings and Exemptions
Case Study

Considerations and Next
Steps




Tax Ceilings &
Exemptions



Homestead Tax Ceiling SANNANCOS

Limits dollar amount of taxes paid-
or places a ceiling on the taxes paid

Tax ceiling set equal to the dollar amount
of taxes paid the year the homeowner
qualifies for ceiling

Tax paid will not exceed ceiling unless
improvements are made or homeowner is
no longer eligible

Ceiling will adjust if tax rate or
taxable value decreases resulting in
less taxes than original ceiling

Increases to tax rate, even voter approved,
will not change the ceiling

Once the tax ceiling is adopted it cannot be
repealed




Tax Exemptions SANMANCOS

Removes part of a home’s value
from taxation

Exemption is a set dollar amount reduces
the home’s taxable value

Exemption cannot exceed 20% of the
home’s taxable value

City currently offers an over 65 and
disabled homeowner exemption

City does not offer a homestead exemption




Current Exemptions SANNArCES

65 or Older

v $25,000 Exemption

Disabled Veteran

100% Disabled

v Homeowner

v

$25,000 Exemption

v

100% of value

eligible when they

v

Homeowner must

exempt

turn 65 and file an

meet the definition

v

Homeowner must

application for the

from US Dept of

meet the definition

exemption

Veterans Affairs

of disabled for

$257K FY2020

$27K FY2020

disability insurance

taxes exempted

taxes exempted

benefits

$149K FY2020

taxes exempted



Peer City Offerings SANTNANCOS

65 or Older 65 or Older Tax Homestead

Exemption Ceiling Exemption

$ 4K-New Braunfels New Braunfels $5K/20%-New Braunfels
$10K-Schertz Schertz $5K-Austin

$88K-Austin San Antonio $5K-College Station
$22K-Round Rock $5K/.01%-San Antonio
$51K-Georgetown 1%-Universal City
$15K-Bryan

$30K-College Station
$65K-San Antonio
$10K-Universal City

Surveyed New Braunfels, Schertz, San Antonio, Universal City, Austin, Georgetown,
Round Rock, Bryan, and College Station 7



Case Study



Case Study

SANTNMArC®S

v Assumes tax ceiling put in place for tax year 2014
v’ Based on actual tax payer data

Number of over 65
exemptions

Increase in exemptions

Tax generated

Estimated tax generated
with ceiling in place

Tax forfeited due to ceiling

Average reduction per
homeowner from 2014

Savings between years

Tax Year
2014

1448

$886,000

$886,000

$0

$0

$0

Tax Year
2015

1527

79

$1,015,000

$948,000

$67,000

$44

$44

Tax Year
2016

1647

120

$1,223,000

$1,077,000

$147,000

$89

$45

Tax Year
2017*

1744

97

$1,645,000

$1,216,000

$429,000

$246

$157

Tax Year

2018

1835

91

$1,899,000

$1,387,000

$513,000

$279

$33

* Voter approved tax rate increase from .5302/$100 to .6139/$100

9



Case Study Conclusions

Average Value Average Tax 2017 Voter
Growth Paid Approved Increase

* Average home - Average value * An additional 1
value increased growth increased cent increase
7% per year. taxes an average would have be
of $53 annually needed to produce

the same amount
of revenue if had
ceiling in place **

SANTNMArC®S

oile

V —
V —
 —

=9

2019 Budget
Effect

* Budget would
have been
reduced by
$513,00 if ceiling

was in place

**Per the case study, 2017 tax revenue would have been reduced by $429,000 so the tax rate increase to support the
GO bond debt and operational expense would need to be an extra 1 cent (one cent produces approximately $500,000

in tax revenue) to produce the same amount of revenue.

10



Considerations
and Next Steps



Considerations SANNANCOS

3.5% Revenue cap effective for FY2021. If cap
was in place in FY20, Rollback rate equals 59.45
and GF revenue would be reduced by $1.1M

Faced challenges in prior fiscal years
meeting and expanding core services

Continue to face challenges funding
infrastructure, facility and neighborhood CIP

projects

Kissing Tree expected to add $100M annually in
new home values. Many of these residents are
over 65 and ceiling placed on the taxes paid.




Options for Consideration

Increase Over 65
Exemption

% An additional $5K
exemption would save
the homeowner $30.70
annually.

% Based on tax year 2018
exemptions, this would
be a reduction in GF
revenue of $55-60K .

% Could be implemented
over several years.

Implement
Homestead
Exemption

Based on tax year 2018 X
exemptions, this would
be a reduction in GF
revenue of $140-145K.
Could be implemented
over several years.

3

4

SANTNANCOS

Maintain Current
Exemptions

Maintain exemptions at
current levels until the
effect of revenue caps is
more evident.

Can re-evaluate annually

13



Next Steps SANNANCOS

Provide direction for FY2021

If choose to modify exemptions Council would approve
ordinance to amend Sec 78.077 of the City Code

If choose to implement tax ceiling Council would approve
ordinance to amend Sec 78.077 of the City Code

Will continue to monitor growth and the effect on the
effective tax rate and general fund revenue




Y

Questions?

J@\\

Thank You

a Bert Lumbreras

City Manager

Stephanie Reyes Heather Hurlbert
Interim Assistant City Manager Director of Finance

15



630 East Hopkins

SAN MARCOS Clty of San Marcos San Marcos, TX 78666

Legislation Text

File #: ID#19-783, Version: 1

AGENDA CAPTION:
Executive Session in accordance with the following Government Code Section(s):

A. Section § 551.071 - Consultation with Attorney: to receive a staff briefing and deliberate
regarding Hays County Municipal Utility District No. 8.

B. Section § 551.087 - Economic Development: to receive a staff briefing and deliberate
regarding Project Molly

Meeting date: 12/3/2019
Department: City Clerk’s Office on behalf of the City Council

Amount & Source of Funding

Funds Required: Click or tap here to enter text.
Account Number: Click or tap here to enter text.
Funds Available: Click or tap here to enter text.
Account Name: Click or tap here to enter text.

Fiscal Note:

Prior Council Action: Click or tap here to enter text.

City Council Goal: [Please select goal from dropdown menu below]

Choose an item.
Choose an item.
Choose an item.

Comprehensive Plan Element (s): [Please select the Plan element(s) and Goal # from dropdown menu

below]

1 Economic Development - Choose an item.

1 Environment & Resource Protection - Choose an item.
[ Land Use - Choose an item.

1 Neighborhoods & Housing - Choose an item.

1 Parks, Public Spaces & Facilities - Choose an item.
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File #: ID#19-783, Version: 1

[ Transportation - Choose an item.
1 Not Applicable

Master Plan: [Please select the corresponding Master Plan from the dropdown menu below (if applicable)]

Choose an item.

Background Information:

Click or tap here to enter text.

Council Committee, Board/Commission Action:

Click or tap here to enter text.

Alternatives:

Click or tap here to enter text.

Recommendation:

Click or tap here to enter text.
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